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SUBSTITUTES FOR SHIP SUBSIDIES. 

BY LOUIS WINDMULLEB. 



Peevtous to the Civil War, we occupied for some time a 
prominent place amongst maritime nations; American vessels 
carried more than one-third of the world's commerce. Our boys 
loved the sea as ducklings love their pond, and were proud of 
their predilection; to become a master of a ship was their great 
ambition. We knew then how to build and to sail the most grace- 
ful and the swiftest 'clippers encountered on the high seas. Alas, 
they have well nigh disappeared from the ocean ! Gradually they 
have been superseded by steamers, which do not depend as much 
on wind and weather. Their speed, if not greater, is more uni- 
form and the term of their voyage can better be depended upon. 
Unfortunately, we were not as well prepared for their construction 
as England was, especially when iron came to be used instead of 
oak. About fifteen years ago, American bunting was rarely seen 
outside our own country. Now there are indications that we are 
gradually coming to the front again. The following table shows 
the efficiency of the merchant marines of the seafaring nations in 
1890-91, as compared with 1898-99 : 

COMPARATIVE EFFICIENCY OF MERCHANT MARINE9 OF THE 

PRINCIPAL MARITIME NATIONS, STATED IN THOUSANDS OF 

REGISTERED TONS.* 

Per cent. 

Increase in per of world's 

cent, in 1898-99 tonnage 

1890-91. 1898-99. against 1890-91. in 1898-99. 

England 18.883 23,059 +22.1 53.3 

United States 2.410 3,884 +61.2 9 

Germany 2,554 3,536 +38.4 8.2 

Norway 1,772 2,189 +23.5 5.1 

France 1.731 1,668 —3.6 3.9 

Italy 996 1,230 +23.4 2.8 

Spain 930 1,135 +22 2.6 

Russia 589 865 +46.9 2 

Sweden 675 848 +25.6 2 

Japan 297 867 +192.3 2 

Holland 603 814 +35 1.9 

Denmark 418 678 +62.2 1.6 

Austria 379 614 +62 1.4 

Belgium 220 291 +32.3 0.7 

"World's marine.... 34,060 43,269 +27.4 100 

•Some 160,000 tons belonging to minor States, and representing 3.5 per 
cent, of the world's tonnage, are omitted. 
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We still are far behind England, which controls almost six 
times as much of the world's tonnage as we do. But it will be 
seen that, without considering the unique growth of Japan, we 
have, with Denmark and Austria, made considerable progress ; we 
have, like them, during these nine years, increased our tonnage 
more than sixty per cent. We even are forging ahead of Ger- 
many, who threw down the gauntlet to all maritime nations when 
she boasted that the ocean is to be her empire : "Unsere Zukunft 
liegt auf dem Meere." 

Steel has in turn superseded iron, and materials for building 
steel ships are cheaper here than they are anywhere else. 
Machinery is not yet as low as it is on the Clyde, simply because 
we have not had the opportunity to make as much of it. That 
it must become cheaper is evident from the fact that great quanti- 
ties of similar machines, for which there is a larger demand, are 
already exported by us. Labor remains dearer here, and it is 
claimed by some that it still costs fifteen per cent, more to build 
a fast ocean carrier in America than it does in Great Britain. 
The claim of others that our shipbuilders, if so inclined, could 
already compete successfully with European builders, is sustained 
by the fact that one of our leading yards came near securing an 
order recently for an ocean liner from abroad, its bid being less 
than ten per cent, above that of a German competitor. Old build- 
ers have more orders than, for some years to come, they will be 
able to fill. Until additional shipyards furnish more vessels capa- 
ble of satisfying a larger proportion of the enormous demand of 
our export trade, the cost of American steamers will not be low- 
ered. The following figures demonstrate the expansion of this 
export trade, which has resulted in an average increase of rates 
of fifty per cent, for outward freight. Of the exports of domestic 
merchandise for the first nine months of the years 1898, 1899 and 
1900, respectively, $29,595,262, $48,599,280 and $50,408,689 were 
carried in American steamers, and $707,451,899, $713,123,868, 
$819,736,677 in foreign steamers. 

All measures which will foster the important industry of 
building ships deserve serious consideration. The title of the 
bill (H. K. 64) which is now before Congress claims that "it will 
promote the commerce and increase the foreign trade of the 
United States," and that "it will provide for the national de- 
fense." For years to come it proposes to subsidize owners of cer- 
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tain ships to the extent of $9,000,000 each year. In detail it 
provides that, for twenty years, a subsidy shall be paid to owners 
of United States vessels, sail or steam, engaged in foreign trade, 
on each voyage (there being not above sixteen entries in twelve 
months) to or from foreign ports over 150 miles distant from a 
United States port, per gross ton of capacity, at the rate of one 
and one-half cents for each 100 miles up to 1,500 miles, and one 
cent for each 100 miles of remaining distance. And it provides, 
in addition, for steamers of 1,500 or more tons capacity, per gross 
ton of capacity for each 100 miles of the whole voyage, for the 
payment of subsidy as follows : 

(1.) On vessels over 1,500 tons, of 14 to 15 knots, 1 cent; of 
15 to 16 knots, 1 1-10 cents; of 16 or more knots, 1 2-10 cents. 

(2.) On vessels over 3,000 tons, of 17 to 18 knots, 14-10 
cents; of 18 to 19 knots, 1 6-10 cents; of 19 or more knots, 1 8-10 
cents. 

(3.) On vessels over 8,000 tons, of 20 to 21 knots, 2 cents; 
of 21 or more knots, 2 3-10 cents ; making the subsidy range from 
1 cent to 3.8 cents per ton per 100 miles.- 

And it further provides for the payment of subsidy at one- 
half of the foregoing rates to the following foreign built vessels : 
(a) Those now in the United States foreign trade and partially 
owned by American citizens, who shall promptly acquire full 
ownership; and (&) Those that may be contracted for under such 
ownership. 

Under these conditions, the proposed law requires, as to foreign 
built ships, that, within ten years, an amount of new shipping 
equal to the subsidized shipping shall be built in the United 
States, the subsidy to be meanwhile retained, and, as to United 
States built ships, that, within ten years, one-fourth of the amount 
of the subsidized shipping shall be built in the United States, the 
subsidy to be meanwhile paid. 

As to all United States built ships, it is provided that one- 
fourth of the crew shall be American citizens, except in cases 
where the United States consul or port officer judges that such 
proportion cannot "reasonably be obtained," and, as to subsidized 
vessels, that, if the Secretary of the Navy or of the Treasury 
require, each vessel shall carry "one American boy" for each 
thousand tons, as apprentice, a reasonable sum to be paid for his 
services; that subsidized vessels shall carry United States mails 
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free of charge; and that they may be taken by the United States 
"as cruisers or transports," the United States paying the "fair 
value" of the same. 

I heartily approve of the avowed objects of this bill ; but I 
claim that, in its present shape, it will fail to accomplish them. 
The subsidies for which it provides would chiefly accrue, for some 
time to come, to American lines which cross the Atlantic and 
Pacific for the purpose of carrying passengers and expensive 
freight. What the country really needs is carriage at reasonable 
rates for the immense yield of our agriculture, and for the bulky 
products of our mines; if that were readily obtainable, exports 
could further be increased.* Take, for instance, our coal, which 
is being exported to supply demands from almost every quarter of 
the globe. 

The annual exports of coal and coke from Great Britain 
aggregate nearly fifty million tons. Our exports, probably, will 
reach eight million tons for 1900, against five million for 1899. 
We exported in the first nine months of 1900, to Europe alone, 
some 500,000 tons of coal, against 19,316 tons during the same 
period in 1899. In 1900, the cost of our coal was about $2.50, 
and the freight to the Mediterranean ports, where we have begun 
to compete with England, amounts to $5 — in some cases to $5.75 
— per ton. These freights have been especially high, because the 
demand for steamers to carry coal has been greater than the 
supply. If a sufficient number of vessels could be found gradually 
to reduce the freight to normal rates, not only could we, in all 
probability, satisfy the urgent demand which prevails now, but 
the export of coal, which we can mine for less money than 
English operators, might permanently be extended to countries 
which heretofore have been supplied by England, and which 
England now finds it difficult to supply, since the demand for 
English coal by English manufacturers has increased. The price 
for English coal has gradually advanced in consequence. 

If a bounty of twenty-five cents per ton were to be paid by 
the government on American coal exported in American bottoms 
to foreign countries where it does not conflict with commercial 
treaties (except to Canada and Mexico), it would stimulate the 
exportation of this article, foster the building of colliers suitable 

•Absence of direct steam comm-unication with portions of our south- 
em continent is another serious disadvantage. Our mail to Buenos Ayres 
continues to be forwarded via England. 
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for the trade by our shipyards, and bring about a reduction in 
rates of freight which might enable us to sell coal in England. It 
would take some time before such a bounty could involve the 
country in any considerable outlay. Long before the export could 
increase to one-half of the present British exports, the trade 
would become independent of assistance. Similar bounties have 
often been paid by older countries for similar objects. Whenever, 
during the eighteenth century, cereals went below cost of pro- 
duction, England assisted her farmers by an export bounty on 
wheat. The premiums which the northern countries of Conti- 
nental Europe have, since 1892, paid on exports of sugar, have 
resulted in a remarkable extension of beet-root cultivation. 
Although the United States, once their best customers, impose 
upon their sugar an additional duty equal to that bounty, the 
production has continued to increase. Now it is proposed to 
abolish these export bounties, since over-supply has begun to cause 
stagnation. 

If we were to stimulate the production and cheapen the supply 
of coal, we would confer a greater and more lasting benefit upon 
our country than Germany has reaped from her ephemeral sugar 
bounty. The cheaper fuel is, the greater is the industrial power 
of the nation which produces it. Between the Atlantic and 
Pacific Oceans lie unexplored coal fields, the supplies of which 
are inexhaustible. If some of these, and other hidden resources 
of our vast territory, were made available by small bounties, larger 
advantages would result to a greater number of people, at lesser 
cost, than can be expected from the mail steamers it is proposed 
to subsidize. 

But bounties are dangerous stimulants, which must be cau- 
tiously administered and carefully watched. They should be 
paid for services only as long as services are rendered, ceasing 
when their objects have been accomplished. 

When subsidies which are not earned are paid for the 
carriage of mail, they lead to extravagance and defeat the 
objects for which ostensibly they were granted. Shortly after 
1852, when the subsidy to the old Collins Line of steamers was 
increased from $385,000 to $850,000 annually, the line met with 
one disaster after another, the service became inefficient, and when 
the subsidy was withdrawn in 1858 the company failed. The 
experience of our Pacific Mail Steamship Company, which from 
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1865 to 1876 received an annual subsidy of $500,000, was similar. 
The line lost in nine years nine steamers; its managers became 
careless, so that they could find no means to build the additional 
steamers necessary to obtain a further subsidy of $500,000 which 
was offered, in 1872, for additional service. Shares in that com- 
pany, which paid large dividends before 1865, became almost 
worthless. 

It was shown by Congressional inquiry that the money which 
should have been used for building steamers was wrongfully spent 
to influence legislation. If the directors had attended to their 
legitimate business, instead of lobbying in Washington and of 
speculating in Wall Street, they might have left a better reputa- 
tion behind them. The few German and English lines which 
receive subsidies for carrying mails depend for their success, not 
on these comparatively small contributions, but on economical and 
prudent management. Their tonnage forms but a small portion, 
less than five per cent., of the aggregate tonnage which, without 
assistance, carries on the foreign commerce of these nations. 
The Hamburg Line furnished an example of self-help when, three 
years ago, it celebrated the fiftieth anniversary of its existence. 
Without ever having received a penny for subsidies, it had in- 
creased its fleet since 1847 from a few sailing ships to 390,000 
tons — thus becoming the largest steamship company in the world. 
On the other hand, a French line of steamers which received last 
year more than one million dollars, is not in a flourishing condi- 
tion. France is almost the only nation which pays large direct 
subsidies, similar to those contemplated by this bill, to its mer- 
chant marine; and France is the only country whose merchant 
marine has declined in the last ten years, as shown in the fore- 
going table. 

The Subsidy Bill also claims to provide auxiliary cruisers and 
transports, when necessary to the government. It is true that the 
need of such vessels became apparent when we began war with 
Spain, and that a large portion of those which were available 
proved to be inadequate; the fact is well known that, for altera- 
tions of purchased ships, our government paid more than 
they cost. Such ships are still under charter to transport troops, 
freight and animals from the Pacific coast to the Philippine 
Islands. That this service could be better performed by vessels 
for which this bill seeks subsidies is not made clear; but there 
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can be no doubt that a great many ships entirely suitable for 
army transports and as naval cruisers could be built for less money 
than it is proposed to spend on these subsidies. These ships 
would be the property of the government, not of an entirely inde- 
pendent merchant marine, which, though subsidized, could dictate 
its own terms of sale or charter. Government vessels could, in 
cases of emergency similar to one which arose recently in Galves- 
ton, always be made available. 

More seamen of greater usefulness than the crews of sub- 
sidized steamers could be obtained, if we were to create a Naval 
Reserve similar to the English. The annual expense would be 
some $250,000, instead of $50,000, which the government now 
contributes to the support of the existing naval militia. The 
utility of these hybrid organizations has often been questioned; 
they are controlled simultaneously by federal and State au- 
thorities, which do not always harmonize. During the war with 
Spain, they furnished some excellent officers, most of whom had 
been educated at the Naval Academy of Annapolis. But they 
are not so constituted as to provide, in sufficient numbers, 
trained, able-bodied seamen, who are essential to the successful 
navigation of a vessel. To the English Naval Eeserve no boys 
or men are admitted who have not had practical experience in 
seamanship; to belong to it is a valuable privilege and an honor. 
Members can always command good positions with fair wages. 
British ships, which are, to the extent of five per cent., officered 
and manned by Naval Reserve men, have the privilege of flying a 
blue ensign instead of the white flag of the regular British Navy. 
The British Naval Reserve ranks next to the Navy; in case of 
war it can always be depended upon for assistance. 

We might try the experiment of allowing our merchants to 
buy ships where they can get them on the most favorable terms, 
and offer them American registers on condition that they engage 
in transportation of our foreign commerce, when conducted by 
officers trained in a United States Naval Reserve. There would 
be no lack of applications for such service, because it would sooner 
lead to adequate pay and promotion than enlistment in the regular 
Navy. The privilege of sailing foreign built ships commanded 
by American officers under our flag, would lead toward a modifi- 
cation of our antiquated, whilom British, navigation laws. These 
statutes, by which British shipping had been protected since 
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Cromwell's time, were practically abandoned by England in 1849, 
while we were her formidable rival. British merchants were then 
permitted to buy our ships and sail them under their own nag, 
when engaged in their foreign commerce. All other maritime 
nations have followed this example except the United States, and 
the merchant marine of all other nations has increased, while our 
own has during that time diminished. One of the consequences 
has been that American merchants, who have found it to be for 
their interest to buy English steamers, actually sail them under 
the British flag — thus adding to the power and prestige of that 
country instead of their own. Germany, since Bismarck's time the 
most ardent advocate of protection, has no reason to regret that 
she upholds free trade in ships. The steam tonnage of her mer- 
chant marine has increased one thousand per cent, in twenty-nine 
years, and Stettin has begun to rival Glasgow in furnishing ships 
for the world's trade. Amongst leading protectionists, James G. 
Blaine declared in favor of this policy, because it would lead to 
an expansion of our trade. 

The extraordinary development of our interstate commerce 
and home industries has absorbed our attention to such a degree 
that we have allowed the carrying trade on the ocean to slip away 
from us. We ought to make every effort to regain the prestige 
we enjoyed fifty years ago, when we practically shared with 
England the dominion of the sea, which for centuries past the 
British had exclusively controlled. Our ocean craft should be 
as free of taxation as United States bonds are. Port and dock 
charges — which in New York are exorbitant — must be reduced to 
a minimum. Friends and members of the Chamber of Commerce 
of New York now undertake the difficult task of clearing that 
city of vice. If they were to ascertain who profit by the ex- 
travagant terminal charges which drive the ocean trade away, 
and if they were to induce the assessors to tax these mischievous 
profits until charges were reduced to reasonable proportions, they 
would accomplish an object more worthy of their endeavor, with 
less trouble.* Seafaring men should be protected against impo- 

*The expenses of transferring goods from the termini of railroads to the 
ships are technically called "terminal charges." Indignation has often been 
expressed in the New York Chamber of Commerce and Produce Exchange 
at the atrocity Of these charges at that port without leading to any 
abatement. It appears to r"e that the city would be justified in reclaiming 
by taxes some of these profits, as the city loses in consequence of them, by 
diversion of the ocean carrying trade. 
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sitioHS by public authority and private charity.* To the longest 
seaeoast in the Temperate, we have added some of the richest 
islands in the Torrid Zone. We own commodious harbors which 
offer safe outlets to a larger quantity of commodities than is 
yielded by any other country in the world. Let us devise means 
to send them across the sea in American ships. Covering two- 
thirds of the terrestrial globe, oceans form common highways for 
international commerce, on which the strength of each nation is 
apt to be gauged by the tonnage which her flag protects. 

•Seamen while ashore are better protected by law and Boards of Trade 
In Great Britain than they are in this country. The Seaman's Branch of 
the Legal Aid Society of New York, to which the writer belongs, gratui- 
tously assisted last October 435 seamen, and recovered $1,380.74, which had 
been wrongfully withheld or extorted from them. 

Louis Windmdllee. 



